s 

378.106 
L72EMC 
1992 


Office  of  the  Legislative  Auditor 

State  of  Montana 


Report  to  the  Legislature 


March  1993 


Financial-Compliance  Audit 

For  the  Two  Fiscal  Years  Ended  June  30,  1992 


Eastern  Montana  College 

This  report  contains  two  recommendations  for  improvement  of 
the  college's  operations.  The  recommendations  relate  to 
improving: 


►  Operation  of  the  college  newspaper. 

►  Cash  collection  controls. 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 
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mendations concerning  the  college's  controls  over  cash  collections  and  operation  of 
the  college  newspaper.   The  college's  response  is  contained  at  the  end  of  the  report. 
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Summary  of  Recommendations 


This  listing  below  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the  report, 
the  college's  response  thereto,  and  a  reference  to  the  supporting  comments. 


Recommendation  #1 


Recommendation  #2 


We  recommend  the  college  continue  to  pro- 
vide training  to  student  organizations 
related  to  the  use  of  SBAS  and  compliance 
with  state  policies 


College  Response:  Concur.  See  page  B-4. 
We  recommend  the  college: 

A.  Continue  to  review  and  evaluate  compli- 
ance with  established  EMC  cash  collection 
procedures  at  remote  cash  handling  sites. 

College  Response:  Concur.  See  page  B-4. 

B.  Perform  surprise  cash  counts  at  various 
times  throughout  the  year 


10 


College  Response:  Concur.  See  page  B-4. 
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General 


We  performed  a  financial-compliance  audit  of  Eastern  Montana 
College  for  the  two  fiscal  years  ended  June  30,  1992.  The  objec- 
tives of  our  audit  were  to: 


1.  Determine  the  college's  compliance  with  applicable  state 
and  federal  laws  and  regulations. 

2.  Identify  areas  for  improvement  in  the  management  and 
internal  controls  of  the  college. 

3.  Determine  if  the  financial  statements  of  the  college  present 
fairly  its  financial  position  at  June  30,  1992  and  results  of 
its  operations  for  the  two  fiscal  years  ended  June  30,  1992. 

4.  Determine  the  implementation  status  of  prior  audit  recom- 
mendations. 

This  report  contains  two  recommendations  which  address  areas 
where  internal  controls  can  be  improved.   Other  areas  of  concern 
deemed  not  to  have  a  significant  effect  on  the  successful  opera- 
tions of  college  programs  are  not  specifically  included  in  the 
report,  but  have  been  discussed  with  management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and  dis- 
closed the  costs,  if  significant,  of  implementing  recommenda- 
tions made  in  this  report. 


Background 


Eastern  Montana  College  was  established  in  Billings  by  the  1927 
Legislative  Assembly.   It  was  initially  called  Eastern  Montana 
Normal  School  at  Billings.   Its  name  was  changed  in  1949  to 
Eastern  Montana  College  of  Education,  and  in  1965  to  Eastern 
Montana  College  (EMC).  The  college  offers  academic  programs 
in  education,  liberal  arts,  sciences,  business,  economics,  and 
human  services.  Graduate  programs  through  the  master's  level 
are  offered  in  teacher  training,  special  education  and  rehabil- 
itation, and  personnel  and  guidance. 


The  campus  is  comprised  of  approximately  90  acres  of  land  con- 
taining 19  buildings  providing  administrative  offices,  classrooms, 
laboratories,  auditoriums,  physical  education  facilities,  student 
housing,  and  other  facilities. 
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The  college  is  financed  by  state  appropriations,  university  mill- 
age,  student  fees,  federal  financial  assistance,  private  gifts  and 
grants,  land  grant  income  and  auxiliary  enterprise  operations. 

The  majority  of  EMC's  expenditures  are  recorded  in  the  Current 
Unrestricted  Fund  and  the  Current  Restricted  Fund.   EMC  had 
Current  Unrestricted  Fund  expenditures  of  $20.6  million  and 
$21.8  million  and  Current  Restricted  Fund  expenditures  of 
$3.9  million  and  $4.2  million  in  fiscal  years  1990-91  and  1991- 
92,  respectively.  The  legislature  appropriated  expenditures  of 
$15.4  million  and  $16.7  million  in  fiscal  years  1990-91  and  1991- 
92,  respectively,  in  the  Current  Unrestricted  Fund.   The  remain- 
ing expenditures  recorded  in  the  Current  Unrestricted  Fund  are 
nonappropriated  expenditures  recorded  in  the  Designated  and 
Auxiliary  subfunds.  The  accounting  records  for  both  the 
Current  Unrestricted  and  Restricted  funds  record  and  report 
expenditures  by  program.  The  programs  are: 

Instruction  -  includes  expenditures  for  educational  activities 
generating  credits  which  satisfy  the  curricular  requirements 
leading  to  a  post-secondary  degree.  The  majority  of  this  expen- 
diture activity  relates  to  the  operation  of  the  three  schools  at 
EMC  (Education,  Arts  and  Sciences,  and  Business  and  Eco- 
nomics). The  primary  administrators  of  these  activities  are  the 
deans  of  the  schools.  The  deans  report  to  the  Academic  Vice 
President. 

Research  -  includes  expenditures  for  activities  specifically 
organized  to  produce  research  results  for  entities  both  within  and 
external  to  the  college.   Various  grant  administrators  report 
primarily  to  the  Academic  Vice  President. 

Public  Service  -  includes  expenditures  for  activities  established 
primarily  to  provide  noninstructional  services  beneficial  to 
individuals  or  groups  external  to  the  college.   The  three  public 
service  activities  at  EMC  are  the  campus  radio  station  (KEMC), 
the  Montana  Center  for  Handicapped  Children  (MCHC),  and  the 
Clean  Coal  Technology  Information  Center.   The  college 
president  and  the  News  Media  Services  personnel  administer 
KEMC.   MCHC  is  administered  by  the  Academic  Vice  Presi- 
dent, and  the  Clean  Coal  Technology  Information  Center  is 
administered  by  the  college  president. 

Operation  and  Maintenance  of  Plant  -  includes  expenditures  of 
Current  Unrestricted  Funds  for  the  operation  and  maintenance 
of  the  physical  plant.  (This  does  not  include  expenditures  made 
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from  Plant  Fund  accounts.)  The  type  of  expenditures  included 
are  services  and  maintenance  related  to  grounds  and  facilities, 
utilities,  insurance,  and  similar  items.   Physical  plant  personnel 
and  the  Administrative  Vice  President  administer  this  program. 

Academic  Support  -  includes  funds  expended  to  provide  support 
services  for  the  instruction,  research  and  public  service  pro- 
grams.  Expenditures  in  this  program  include  library  operations, 
the  salaries  of  the  deans  of  the  three  schools,  and  various  other 
support  activities  for  academic  faculty.   Various  college  person- 
nel administer  this  program  under  the  direction  of  the  Academic 
Vice  President. 

Student  Services  -  includes  expenditures  for  activities  that  con- 
tribute to  the  students'  well-being  and  development  outside  the 
context  of  the  formal  instruction  program.   Examples  include 
admissions  and  student  financial  aid  office  operations,  student 
recreational  activities,  and  various  forms  of  competitive  sports 
for  students.  The  Registrar  and  the  Student  Services  Vice 
President,  who  provides  direction  to  various  college  personnel, 
administer  this  program. 

Institutional  Support  -  includes  expenditures  for  activities  that 
are  related  to  the  general  management  and  operation  (both  near 
and  long  term)  of  the  college.  Typical  expenditures  in  this  pro- 
gram would  include  fiscal  operations,  administrative  data  pro- 
cessing, personnel  management  and  records,  and  campus  security 
and  mail.  The  President,  the  Administrative  and  Academic  Vice 
Presidents,  and  personnel  in  the  various  college  offices 
administer  this  program. 

Scholarships  and  Fellowships  -  expenditures  in  this  program 
reflect  fee  waivers  given  to  students  out  of  the  Current 
Unrestricted  Fund,  as  well  as  the  activity  related  to  the  Pell, 
College  Work  Study  and  other  student  financial  aid  programs  in 
the  Current  Restricted  Fund.  These  expenditures  are  admin- 
istered primarily  by  the  Student  Services  Vice  President  through 
the  Student  Financial  Aid  Office.  The  expenditures  in  this 
program  do  not  reflect  student  financial  aid  activity  recorded  in 
the  Loan  Funds. 

During  the  audit  period,  excluding  summer  quarters,  enrollment 
was  approximately  3,750  students.  Schedules  of  enrollment 
statistics  appear  on  pages  A- 19  and  A-20.   According  to 
estimates  provided  by  the  Office  of  the  Commissioner  of  Higher 
Education,  the  college  had  approximately  500  full-time 
equivalent  employees  (FTE)  during  fiscal  year  1991-92.  The 
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estimated  number  of  employee  FTE  by  classification  for  fiscal 
year  1991-92  is  shown  below. 


Table   1 
Schedule  of  Employee  FTEs 

Appropriated       Nonappropriated 

Funds  Funds  Total 


Contract  Faculty 

170.40 

3.58 

173.98 

Contract  Professional  & 

Administrative 

38.10 

18.61 

56.71 

C I  ass  i  f  i  ed 

119.55 

81.97 

201.52 

Graduate  Teaching 

Assistant 

2.53 

.12 

2.65 

Part-time  &  Other 

17.43 

53.12 

70.55 

Total 

348.01 

157.40 

505.41 

Source:      Compiled  by  the  Office  of   the  Legislative  Auditor   frc 
CHE  and  EMC  records. 
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Prior  Audit  Recommen-  Our  financial-compliance  audit  of  EMC  for  the  two  fiscal  years 

dations  ended  June  30,  1990  contained  three  numbered  recommendations 

consisting  of  five  individual  recommendations.   The  college 
implemented  three  of  the  individual  recommendations,  partially 
implemented  one  recommendation,  and  did  not  implement  one. 

The  partially  implemented  recommendation  dealt  with  cash  col- 
lection controls  and  is  discussed  on  page  8.  The  recommendation 
which  was  not  implemented  dealt  with  the  development  and 
timely  update  of  a  disaster  recovery  plan  for  the  computer 
system.   The  college  concurred  with  the  recommendation  and 
noted  the  Office  of  the  Commissioner  of  Higher  Education 
(CHE)  was  to  coordinate  the  development  of  a  university  system 
policy  related  to  computer  disaster  recovery  procedures.   CHE 
personnel  noted  they  have  not  developed  a  policy  but  plan  to 
once  the  CHE  is  on  the  Montana  University  System  Computer 
Network  (MUSNET). 

The  college  has  procedures  to  ensure  recovery  from  a  minor 
computer  malfunction  but  needs  to  document  procedures  for 
recovery  from  a  major  disaster. 
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Internal  Controls 


EMC's  management  is  responsible  for  implementing  and  main- 
taining a  system  of  controls  that  reduces  the  risk  of  errors  or 
irregularities  occurring  and  not  being  detected  in  a  timely 
manner.  Controls  can  be  applied  to  both  accounting  procedures 
and  procedures  ensuring  compliance  with  state  and  federal  regu- 
lations. Our  findings  identify  areas  where  EMC  can  improve 
and  strengthen  controls. 


Retort  Accounting 
Controls 


EMC's  student  newspaper,  the  Retort,  is  one  of  approximately 
28  student  organizations  which  receive  funding  through  the 
Associated  Students  of  Eastern  Montana  College's  (ASEMC)  dis- 
tribution of  student  activity  fees.  The  Retort  generates  addi- 
tional revenue  for  its  operations  by  selling  advertising  in  the 
paper.   We  reviewed  its  operations  at  the  request  of  college 
administrative  officials.   The  Retort  recorded  expenditures  of 
approximately  $34,000  and  $52,000  and  revenues  of  approxi- 
mately $33,000  and  $51,000  in  fiscal  years  1990-91  and  1991-92, 
respectively.   The  Retort  had  a  negative  cash  balance  of  $7,419 
at  June  30,  1992.   Based  on  our  review,  we  noted  significant 
control  issues  dealing  with  recognition  of  and  safeguards  over 
revenue  and  support  for  and  reasonableness  of  expenditures. 
These  issues  and  suggestions  for  improvement  are  included  in 
the  following  paragraphs. 


Revenue 


The  Retort  sells  its  advertising  on  both  a  cash  and  accounts 
receivable  basis.  The  EMC  business  office  records  and  collects 
the  Retort's  accounts  receivables.   We  could  not  find  evidence 
documenting  payment  was  received  or  an  account  receivable 
established  for  two  of  the  forty-four  advertisements  we 
reviewed.   Retort  personnel  should  reconcile  printed  advertise- 
ments to  the  accounting  records  to  ensure  an  account  receivable 
was  established  or  payment  received  for  each  ad. 


On  occasion,  payments  for  advertising  will  be  collected  by 
Retort  personnel  or  received  in  the  mail.   The  Retort  does  not 
have  a  system  to  properly  control  this  activity.   Retort  personnel 
stated  they  do  not  restrictively  endorse  checks  upon  receipt  and 
do  not  list  them  in  a  receipt  log.  State  policy  requires  checks  to 
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be  restrictively  endorsed  upon  receipt.   Logging  receipts  and 
restrictively  endorsing  checks  provide  safeguards  against  loss  or 
theft. 


Expenditures 


As  previously  noted,  the  Retort  sells  advertising  on  both  a  cash 
and  accounts  receivable  basis.   Retort  personnel  receive  commis- 
sions for  any  advertising  they  sell.   During  the  audit  period, 
commissions  were  paid  upon  sale  of  the  advertisement  rather 
than  when  the  advertisement  was  paid.   We  noted  the  paper  had 
difficulty  in  collecting  accounts  receivables  during  the  audit 
period.   If  the  commissions  were  paid  upon  receipt  of  payment 
from  the  advertiser,  the  paper  could  improve  its  cash  flow. 


Additionally,  as  part  of  our  review  of  Retort  operations,  we 
selected  several  expenditure  transactions  to  review  for  proper 
support,  benefit  to  the  Retort,  reasonableness  of  the  amount,  and 
proper  approval.   We  noted  that  for  charges  made  by  Retort  per- 
sonnel at  the  college  bookstore,  no  review  of  the  charges  was 
documented  by  Retort  administrative  personnel.  Current  Retort 
personnel  noted  the  procedures  have  changed  for  fiscal  year 
1992-93.   Now  only  the  Retort  editor  and  managing  editor  can 
charge  purchases  at  the  bookstore. 

We  reviewed  one  document  which  was  a  $75  payment  to  a 
student  for  a  Campus  Community  Relations  Award.  This  award 
was  made  by  an  ASEMC  committee  and  did  not  benefit  the 
Retort  but  was  charged  there  in  error.   Finally,  we  noted  an 
instance  in  which  an  employee  was  reimbursed  for  use  of  a 
personal  vehicle  at  a  rate  higher  than  state  policy  allows. 


Summary 


The  payment  of  commissions  prior  to  collection  of  the  related 
accounts  receivable  and  lack  of  monitoring  revenue  and 
expenditure  activity  contributed  to  the  June  30,  1992,  negative 
cash  balance  of  $7,419.  These  issues  result  primarily  from 
Retort  personnel  not  having  an  adequate  understanding  of  1)  the 
Statewide  Budgeting  and  Accounting  System  (SBAS)  and 
2)  compliance  with  college  and  state  policies.  SBAS  provides 
organizations  with  a  tool  to  help  manage  their  operations. 
Various  reports  generated  by  SBAS  allow  management  to  record 
budgets,  review  expenditure  and  revenue  transactions,  and 
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monitor  account  and  fund  balances.   ASEMC  established  revenue 
estimates  and  expenditure  budgets  in  its  budgeting  process. 
These  estimates  and  budgets  were  inadvertently  not  recorded  on 
SBAS  for  fiscal  year  1991-92.   By  establishing  revenue  estimates 
and  expenditure  budgets  on  SBAS,  the  administration  of  the 
paper  would  be  able  to  use  existing  resources  to  monitor  actual 
revenues  and  expenditures  in  relation  to  estimates  and  budgets. 
If  collections  are  less  than  estimated,  budgets  can  be  revised  to 
avoid  overspending.  These  procedures  will  help  avoid  cash 
deficits  in  the  future. 

We  did  not  review  operations  for  any  other  student  organization. 
However,  similar  problems  may  occur  at  any  EMC  student 
organization.  Turnover  in  student  government  positions  is  high 
due  to  students  graduating  or  leaving  the  college.   Therefore,  it 
is  important  that  an  on-going  training  program  be  available  and 
used  by  all  student  organizations. 

EMC  personnel  noted  a  committee  had  reviewed  operations  of 
several  student  organizations  in  the  past  and  made  similar  sug- 
gestions for  improvement.   The  ASEMC  bylaws  require  a  repre- 
sentative of  each  student  organization  attend  a  training  session 
before  the  organization  can  obtain  any  funds  allocated  by 
ASEMC. 


Recommendation  #1 

We  recommend  the  college  continue  to  provide  training  to 
student  organizations  related  to  the  use  of  SBAS  and 
compliance  with  state  policies. 


Cash  Controls  EMC  personnel  handle  cash  at  several  locations  in  addition  to  the 

business  office.  The  cash  handling  sites  are  for  both  revenue 
collections  and  change  purposes.   The  dollar  amounts  held  in  the 
accounts  at  these  locations  are  relatively  low,  but  the  accessibil- 
ity and  limited  supervision  over  the  handling  of  the  cash  creates 
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Findings  and  Recommendations 


a  potential  for  significant  losses  over  time.   In  our  previous  audit 
we  noted  weaknesses  in  EMC's  cash  controls  at  two  of  the  three 
cash  collection  sites  examined.   During  the  current  audit  we  con- 
ducted cash  counts  at  three  other  cash  collection  sites.   In 
addition,  we  reviewed  EMC  cash  collection  and  count  proce- 
dures at  the  athletics  department  and  at  the  security  office  and 
library  change  machines  since  these  two  locations  were  issues  in 
our  prior  audit. 


Based  on  the  cash  counts  and  review  of  procedures,  we  deter- 
mined the  controls  at  recreational  activities,  the  Liberal  Arts 
copy  room,  and  athletics  are  adequate  to  prevent  or  detect  errors 
on  a  timely  basis.  We  also  noted  EMC  transferred  cash  collection 
responsibilities  for  the  security  office  to  the  business  office. 
The  transfer  results  in  strengthened  controls  over  cash  receipts 
related  to  the  security  office.   We  did  note  weaknesses  in  cash 
controls  at  the  library  and  student  health  services. 

EMC  Library  -  Business  office  personnel  stated  they  perform  a 
surprise  cash  count  for  each  cash  collection  site  in  June  of  each 
fiscal  year.  The  cash  count  of  the  library  change  machines 
showed  one  change  machine  to  be  short  $134.10.   Library  per- 
sonnel believe  the  money  was  mistakenly  deposited  when  a 
repairman  came  to  work  on  the  machine.  They  also  stated 
reconciliations  of  the  change  machines  are  performed  at  various 
times  throughout  the  year  but  not  documented.  The  reconcilia- 
tions are  to  determine  if  the  amount  of  coins  dispensed  equals 
the  amount  of  dollar  bills  collected.  The  only  documentation  of 
a  reconciliation  done  by  library  personnel  was  a  deposit  recon- 
ciliation for  the  copy  machine  which  reconciles  cash  collected  to 
cash  deposited.    The  deposit  reconciliation  showed  $8  was  taken 
from  the  deposit  to  replenish  the  change  machine  which  was 
short  $8.   State  policy  requires  cash  change  accounts  be  recon- 
ciled regularly  and  any  shortages/overages  be  recorded  on  SBAS. 
Library  personnel  were  unsure  of  how  to  make  the  entry  for  a 
shortage/overage  so  the  shortage  was  not  recorded. 

EMC  Student  Health  Service  -  The  Student  Health  Service 
receives  money  from  students  for  immunizations  and  vaccines. 
When  the  money  is  received,  health  service  personnel  enter  the 
amount  into  a  notebook  and  write  a  receipt.   Cash  and  a  copy  of 
the  receipt  are  kept  in  an  unlocked  cash  box.   Everyone  in  the 
office  has  access  to  the  area  where  the  cash  box  is  kept. 
Receipts  are  not  sequentially  numbered  which  leaves  the  poten- 
tial for  misappropriation  of  funds  since  the  receipt  could  be 
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Findings  and  Recommendations 


removed  with  the  cash  from  the  cash  box,  and  the  amount 
removed  from  the  notebook. 

During  our  cash  count  at  Student  Health  Services  we  noted  that 
$243  was  in  the  cash  box.  The  cash  was  received  over  a  seven- 
teen-day period.   Health  service  personnel  stated  that  deposits 
are  made  every  week  or  two.   Health  service  personnel  do  not 
regularly  follow  state  policy  which  requires  that,  at  a  minimum, 
all  moneys  collected  be  deposited  at  least  weekly. 

Good  internal  controls  over  the  collection  and  handling  of  cash 
reduce  the  opportunity  for  misappropriation  and  maintain  the 
integrity  of  individuals  responsible  for  the  cash.   As  noted 
above,  personnel  at  the  business  office  conduct  periodic  reviews 
and  evaluations  of  procedures  at  remote  cash  handling  sites. 
Business  office  personnel  further  stated  that  students  from  the 
advanced  auditing  classes  have  reviewed  controls  at  several  cash 
handling  sites  and  offered  recommendations  for  improvement. 
To  increase  the  effectiveness  of  surprise  cash  counts,  EMC 
should  perform  them  at  various  times  throughout  the  year.   This 
would  eliminate  the  predictability  of  a  count  occurring  during 
June  and  also  reduce  workload  during  the  year-end  period  for 
business  office  personnel. 


Recommendation  #2 

We  recommend  the  college: 

A.  Continue  to  review  and  evaluate  compliance  with 
established  EMC  cash  collection  procedures  at  remote 
cash  handling  sites. 

B.  Perform  surprise  cash  counts  at  various  times  through- 
out the  year. 
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Summary  of  Independent  Auditor's  Report 


Summary  of  Indepen-  The  auditor's  opinion  issued  on  the  financial  statements  con- 

dent  Auditor's  Report  tained  in  this  report  is  intended  to  convey  to  the  reader  the 

degree  of  reliance  that  can  be  placed  on  the  amounts  presented. 

We  issued  an  unqualified  opinion  on  the  college's  financial 
statements.  This  means  the  reader  can  rely  on  the  information 
contained  in  the  financial  statements  when  analyzing  the 
college's  operations. 
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STATE  OF  MONTANA 
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STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


INDEPENDENT  AUDITOR'S  REPORT 


LEGISLATIVE  AUDITOR: 
SCOTT  A.  SEACAT 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  statements  of  Eastern  Montana  College  as  of 
and  for  each  of  the  two  fiscal  years  ended  June  30,  1992  beginning  on  page  A -4.  The  information 
contained  in  these  statements  is  the  responsibility  of  the  college's  management.  Our  responsibility 
is  to  express  an  opinion  on  these  financial  statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  statements  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.   An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  statement  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  Balance  Sheet  as  of  June  30,  1992  and  the  Statement  of  Changes  in 
Fund  Balances  and  Statement  of  Current  Fund  Revenues,  Expenditures,  and  Other  Changes  for 
each  fiscal  year  ended  June  30,  1991  and  1992,  present  fairly,  in  all  material  respects,  the 
financial  position  of  Eastern  Montana  College  as  of  June  30,  1992,  and  the  results  of  operations 
and  changes  in  fund  balances  for  each  of  the  two  fiscal  years  ended  June  30,  1991  and  1992,  in 
conformity  with  generally  accepted  accounting  principles. 

Our  examination  was  made  for  the  purpose  of  forming  an  opinion  on  the  basic  financial 
statements  taken  as  a  whole.  The  accompanying  Schedules  of  Enrollment  Statistics  for  each  of  the 
two  years  ending  June  30,  1991  and  1992,  prepared  in  accordance  with  the  Registrar's  Manual  for 
Reporting  Enrollment  Data,  are  presented  as  supplemental  information  and  are  not  a  required  part 
of  the  basic  financial  statements.  This  information  has  been  subjected  to  the  auditing  procedures 
applied  in  our  examination  of  the  basic  financial  statements.   In  our  opinion,  the  information  is 
fairly  stated  in  all  material  respects  in  relation  to  the  basic  financial  statements  taken  as  a  whole. 


Respectfully  submitted, 


Mm- 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


December  10,  1992 
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EASTERN  MONTANA  COLLEGE 
BALANCE  SHEET 
JUNE  30,  1992 


ASSETS 


CURRENT  FUNDS: 


Unrestricted: 
Cash 

Investments  (Note  2) 

Due  from  Cash  Accounts  for  FYE  Adjustments 
Due  from  State  Government 
Accounts  Receivable  less  Allowance  for 
Doubtful  Collections  of  $46,783 
Inventories  (Note  3) 
Prepaid  Expenses 


Total  Unrestricted 

Restricted: 
Cash 

Due  froi  Federal  Government 
Due  from  State  Government 
Accounts  Receivable 
Due  from  Cash  Accounts  for  FYE  Adjustments 


Total  Restricted 


53,082,608 

1,098,300 

347,088 

73,984 

684,003 

897,132 

60,141 


$6,243,256 


$23,246 

105,186 

14,170 

29,744 

9,096 

$181,442 


LIABILITIES  AND  FUND  BALANCES 
CURRENT  FUNDS: 

Unrestricted: 

Accounts  Payable  and  Accrued  Liabilities  $839,428 

Compensated  Absences  Payable  (Note  7)  1,339,71B 

Student  Deposits  28,799 
Due  to  State  of  Montana  General  Fund: 

Current  Year  Reversion  2,440 

Due  to  Cash  Accounts  for  FYE  Adjustments  498,417 

Deferred  Revenue  789,902 

Fund  Balance-Unreserved  2,585,956 

Fund  Bal.-Reserved-Cont.  Approp.  158,596 


Total  Unrestricted  $6,243,256 


Restricted: 

Accounts  Payable  $14,479 

Due  to  Cash  Accounts  for  FYE  Adjustments       58,263 

Deferred  Revenue  -  All  Other  Sources          68,307 

Fund  Balance  40,393 


Total  Restricted  $181,442 


TOTAL  CURRENT  FUNDS 


$6,424, 69B 


TOTAL  CURRENT  FUNDS  $6,424,698 


LOAN  FUNDS: 

Cask  $23,513 

Due  from  Cash  Accounts  for  FYE  Adjustments      65,551 

Accounts  Receivable  39,547 

Loans  Receivable  2,304,600 


LOAN  FUNDS: 


Accounts  Payable 

Due  to  Cash  Accounts  for  FYE  Adjustments 

Fund  Balance: 

Perkins/National  Direct  Student  Loans: 
U.S.  government  grants  refundable  less 
cumulative  cancellations  and  other 
reductions  of  $432,035 
College  Contributions-Restricted 

Total  Fund  Balance 


$1,87B 
217 


2,144,800 
286,316 

2,431,116 


TOTAL  LOAN  FUNDS 


$2,433,211 


TOTAL  LOAN  FUNDS 


$2,433,211 


The  notes  are  an  integral  part  of  this  statement. 


A-4 


EASTERN  MONTANA  COLLEGE 
BALANCE  SHEET 
JUNE  30,  1992 


ASSETS 

PLANT  FUNDS: 
Unexpended: 

Cash  in  Treasury 

Investments  Held  by  State  of  Montana  (Note  2) 

Due  from  Cash  Accounts  for  FYE  Adjustments 

Total  Unexpended 

Renewals  and  Replacements: 
Cash  in  Treasury 
Cash  Held  by  Bond  Trustee 
Investments  Held  by  Bond  Trustee  (Note  2) 
Investments  Held  by  State  of  Montana  (Note  2) 
Accounts  Receivable  less  Allowance  for 
Doubtful  Collections  of  $825 
Due  from  Cash  Accounts  for  FYE  Adjustments 
Interest  Receivable 
Construction  Work  In  Progress 

Total  Renewals  and  Replacements 

Retirement  of  Indebtedness: 
Cash  in  Treasury 
Cash  Held  by  Bond  Trustee 
Investments  Held  by  Bond  Trustee  (Note  2) 
Investments  Held  by  State  of  Montana  (Note  2) 
Due  from  Cash  Accounts  for  FYE  Adjustments 
Interest  Receivable 

Total  Retirement  of  Indebtedness 

Investment  in  Plant  (At  Cost  of  Acquisition): 
Intangible  Assets 
Land 

Buildings 

Other  Improvements 
Equipment 
Library  Books 
Construction  Work  In  Progress 

Total  Investment  in  Plant 

TOTAL  PLANT  FUNDS 

AGENCY  FUNDS: 
Cash 

Investments  (Note  2) 

Due  from  Cash  Accounts  for  FYE  Adjustments 
Accounts  Receivable 

TOTAL  AGENCY  FUNDS 

The  notes  are  an  integral  part  of  this  statement. 


$B,938 

169,100 

29,699 

$207,737 


$SB,197 

1 

1,063,979 

205,000 

IB, 523 

134,367 

19,233 

5,323 

$1,534,618 


$4,037 

45 

1,854,460 

124,900 

429 

32.6B9 

$2,016,580 


$485,711 
1,364,590 
27,432,160 
1,131,431 
4,7B9,5B9 
3,676,493 
2,015 

$38,881,969 

$42,640,924 


$100,853 
9,000 
5,560 
9,399 

$124,812 


LIABILITIES  AND  FUND  BALANCES 

PLANT  FUNDS: 
Unexpended: 

Due  to  Cash  Accounts  for  FYE  Adjustments 
Fund  Balance 


Total  Unexpended 

Renewals  and  Replacements: 
Accrued  Liabilities 

Due  to  Cash  Accounts  for  FYE  Adjustments 
Deferred  Revenue 
Fund  Balance  -  Restricted 


Total  Renewals  and  Replacements 

Retirement  of  Indebtedness: 
Accrued  Bond  Interest  Payable 
Fund  Balance  -  Restricted 


Total  Retirement  of  Indebtedness 

Investment  in  Plant: 
Contracts  and  Notes  Payable 
Bonds  Payable  (Note  5) 
Net  Investment  in  Plant 


$29,118 
178,619 


$207,737 


$2,410 

7,435 

42,372 

1,462,401 


$1,534,618 


$29,3B5 
1 ,987,195 


Total  Investment  in  Plant 

TOTAL  PLANT  FUNDS 

AGENCY  FUNDS: 

Accounts  Payable 

Due  to  Cash  Accounts  for  FYE  Adjustments 

Property  Held  in  Trust 

TOTAL  AGENCY  FUNDS 
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$2,016,580 


$237, 7B9 

9,866,113 

2B, 778, 087 


$38,881,989 
$42,640,921 


$7,425 
93,228 
24,159 


$124,812 


REVENUES  ADO  OTHER  ADDITIONS: 
Tuition  and  Fees 
Montana  General  Fund  Transfers 
Montana  Milage  Fund  Transfers 
Clean  Coal  Appropriation  Transfer 
Land  Grant  Income 
Indirect  Cost  Recoveries 
Sales.  Services>  and  Miscellaneous 
Investment  Incoae 

Sales  &  Services  of  Auxiliary  Enterprises 
Federal  Grants  and  Contracts 
State  Grants  and  Contracts 
Local  Government  Grants  and  Contracts 
Other  Grantsi  Contracts,  and  Donations 
Interest  Earned  on  Loans 
Investment  in  Plant  Facilities 
Retirement  of  Indebtedness 
Otaer 

TOTAL  REVENUES  AND  OTHER  ADDITIONS 

EXPENDITURES  AND  OTHER  DEDUCTIONS: 
Current  Funds  Expenditures 
Loan  Cancellations  and  Write-offs 
Collection/Administrative  Costs 
Expanded  for  Plant  Facilities 
Retirement  of  Indebtedness 
Interest  on  Indebtedness 
Disposal  of  Plant  Facilities 
Incurrment  of  Debt 

TOTAL  EXPENDITURES  AND  OTHER  DEDUCTIONS 


EASTERN  MONTANA  COLLEGE 

STATEMENT  DF  CHANGES  IN  FUND  BALANCES 

FISCAL  YEAR  ENDED  JUNE  30.  1992 


CURRENT  FUNDS 


Unrestricted   Restricted 


LOAN  FUNDS  PLANT  FUNDS 

Renewals  &   Retirement  of  Investment 
Unexpended   Replacements  Indebtedness    in  Plant 


IS. 810, 540 

11,179.116 

1.567.116 

215.000 
231,813 

88,802 
786,071 

73,119 
3, 653,427 

44,790 


S3, 634, 630 

328,515 

18,922 

251,395 


$23,682,794 


$4,233,662 


I1.B62 

82,252 
6,021 


48,121 

1,586 
$139,842 


$9,524 


$309,120 


2,200 
86,995 


$138,812 


$1,436,728 
600,561 


$9,524 


$398,315 


$138,812   $2,037,289 


$21,775,244 


$4,224,594 


$33,446 
2.473 


$43,828 


$96,386 


$72B 
524, B32 
724,974 


$1,205,523 
68,298 


$21,775,244 


$4,224,594 


$35,919 


$43,828 


$96,386 


$1,250,534   $1,273,821 


TRANSFERS  AMONG  FUNDS-ADDITIONS  (DEDUCTIONS): 

Current  Year  Decrease  in  Compensated  Absences    ($306,721) 

Mandatory  Transfers  (1,094,930) 

Nonmandatory  Transfers  (186,663) 

Debt  Service  (104,262) 

Liability  for  General  Fund  Reversion  (2,440) 

TOTAL  TRANSFERS  AND  DEDUCTIONS  ($1,695,016)          $0           $0 

NET  INCREASE  (DECREASE)  IN  FUND  BALANCE  $212,534       $9,068      $103,923 

FUND  BALANCE  AT  BEGINNING  DF  YEAR  $2,527,043       $31,325    $2,327,193 

Transfer  of  Fund  Balance  2,335       (2,435) 

Net  Effect  of  Prior  Period  Adjustments  2,640        2.435 
Move  Equity  to  NIIP 

FUNO  BALANCE  AT  END  OF  YEAR  $2,744,552       $40,393    $2,431,116 


$2,344 
53.000 


($41,788)   $1,134,373 
133.663 


$55,344       $91,875    $1,134,373  $0 

$21,040      $393,804      $22,651     $763,468 

$265,300    $1,133,214    $1,964,544  $28,014,619 


(8,013) 
(36,604) 


(107,721) 

$178,619    $1,482,401    $1,987,195  $28,776,087 


Tie  notes  are  ma  integral  part  of  tfcis  statement. 


EASTERN  MONTANA  COLLEGE 

STATEMENT  OF  CHANGES  IN  FUND  BALANCES 

FISCAL  YEAR  ENDED  JUNE  30,  1991 


CURRENT  FUNDS 
Unrestricted   Restricted 


LOAN  FUNDS 


Unexpended 


PLANT  FUNDS 
Renewals  &   Retirement  of  Investment 
Replacements   Indebtedness    in  Plant 


REVENUES  AND  OTHER  ADDITIONS: 
Tuition  and  Fees 
Montana  General  Fund  Transfers 
Montana  Millage  Fund  Transfers 
Land  Grant  Income 
Indirect  Cost  Recoveries 
Sales,  Services,  and  Miscellaneous 
Investment  Income 

Sales  1  Services  of  Auxiliary  Enterprises 
Federal  Grants  and  Contracts 
State  Grants  and  Contracts 
Local  Government  Grants  and  Contracts 
Other  Grants,  Contracts,  and  Donations 
Interest  Earned  on  Loans 
Investment  in  Plant  Facilities 
Retirement  of  Indebtedness 
Other 

TOTAL  REVENUES  AND  OTHER  ADDITIONS 

EXPENDITURES  AND  OTHER  DEDUCTIONS: 
Current  Funds  Expenditures 
Loan  Cancellations  and  Write-offs 
Collection/Administrative  Costs 
Expended  for  Plant  Facilities 
Retirement  of  Indebtedness 
Interest  on  Indebtedness 
Disposal  of  Plant  Facilities 
Incurrment  of  Debt 

TOTAL  EXPENDITURES  AND  OTHER  DEDUCTIONS 

TRANSFERS  AMONG  FUNDS-ADDITIONS  (DEDUCTIONS): 
Current  Year  Decrease  in  Compensated  Absences 
Mandatory  Transfers 
Nonmandatory  Transfers 
Liability  for  General  Fund  Reversion 
Current  Year 

TOTAL  TRANSFERS  AND  DEDUCTIONS 

NET  INCREASE  (DECREASE)  IN  FUNO  BALANCE 

FUND  BALANCE  AT  BEGINNING  DF  YEAR 

Net  Effect  of  Prior  Period  Adjustments 

Hove  Equity  to  NI IP 

FUND  BALANCE  AT  END  DF  YEAR 


$5, 659, 870 

9,717,349 

1,740,291 

217,336 

79,854 

955,635 

»422 

96,247 

$4,065 

11,421 

3,533,360 

$3,289,365 

71,755 

44,530 

263,326 

5,333 

2,709 

0 

341,681 

85,000 

1131, 6B5 


$89,172      $194,047 


$22,044,492 


$3,897,081 


50,332 

1,928 
$133,413 


$20,603,418 


$3,896,018 


$10,647 

39,694 

1.528 


$66,007 


$20,603,418 


$3,B96,01B 


$51,869 


$66,007 


$66,767 
(1,07B,847) 
(206,295) 

(6,164) 

($1,224,539) 

$216,535 

$2,272,301 
3B.207 


$2,623 
191,592 


$33,877    $1,042,347 
14,703 


$994,363 
880,419 


$96,843      $221,157      $194,047   $1,874,7B2 


$57,666 

$894 
880,419 
779,633 

$159 

,581 

21B 

,220 

$57,666 

$1,660,946 

$377 

,801 

$0 

$1,063 

$30,262 


$0 

$61,544 

$2,245,649 


$194,215       $48,580    $1,042,347  $0 

$225,051      $212,071     ($424,552)   $1,496,981 

$120,632    $1,124,871    $2,389,096  $26,517,638 

(4,381) 
($80,383)     (199,347) 


$2,527,043 


$31,325 


$2,327,193 


$265,300    $1,133,214    $1,964,544  $28,014,619 


The  notes  are  an  integral  part  of  this  statement. 
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EASTERN  MCNIANA  COLLEGE 

STATEMENT  OF  CURRENT  FUNDS  REVENUES,  EXPENDITURES,  AND  OTHER  CHANGES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1992 


UNRESTRICTED   RESTRICTED 


TOTAL 


REVENUES: 

Educational  and  General  Funds: 
Tuition  and  Fees 
Montana  General  Fund  Transfers 
Montana  Millage  Fund  Transfers 
Clean  Coal  Approp  Transfer 
Sales,  Services  and  Miscellaneous 
Federal  Grants  and  Contracts 
State  Grants  and  Contracts 

Local  Government  Grants,  Contracts,  and  Donations 
Other  Grants,  Contracts,  and  Donations 

Total  Educational  and  General  Funds 

Designated  Funds: 
Tuition  and  Fees 

Sales,  Services  and  Miscellaneous 
State  Grant  for  College  Workstudy  Program 
Indirect  Cost  Recoveries 
Investment  Income 

Total  Designated  Funds 

Auxiliary  Funds: 
Tuition  and  Fees 
Land  Grant  Income 
Investment  Earnings 
Sales,  Services,  and  Miscellaneous 

Total  Auxiliary  Funds 


TOTAL  CURRENT  REVENUES 


$3,974,599 

$3,974,599 

11,179,116 

11,179,116 

1,567,116 

1,567,116 

245,000 

245,000 

48,779 

48,779 

$3,634,830 

3,634,830 

328,515 

328,515 

18,922 

18,922 

251,395 

251,395 

S17.014.610 

S4.233.662 

S21.248.272 

$816,008 

$816,008 

737,292 

737,292 

44,790 

44,790 

88,802 

88,802 

10,972 

10,972 

$1,697,864 

$0 

$1,697,864 

$1,019,933 

$1,019,933 

234,813 

234,813 

62,147 

62,147 

3,653,427 

3,653,427 

$4,970,320 

$0 

$4,970,320 

$23,682,794 

$4,233,662 

$27,916,456 

The  notes  are  an  integral  part  of  this  statement. 
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EASTERN  MONTANA  COLLEGE 

STATEMENT  OF  CURRENT  FUNDS  REVENUES,  EXPENDITURES,  AND  OTHER  CHANGES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1992 


UNRESTRICTED   RESTRICTED 


TOTAL 


EXPENDITURES: 

Educational  and  General  Funds: 
Instruction 
Research 
Public  Service 
Academic  Support 
Student  Services 
Institutional  Support 
Operation  and  Maintenance  of  Plant 
Scholarships  and  Fellowships 

Total  Educational  and  General  Funds 

Designated  Funds: 
Instruction 
Public  Service 
Academic  Support 
Student  Services 
Institutional  Support 
Operation  and  Maintenance 
Mandatory  Transfers 

Total  Designated  Funds 

Auxiliary  Funds: 

Expenditures 

Mandatory  Transfers: 
Principal  and  Interest 
Renewal  and  Replacements 

Total  Auxiliary  Funds 


TOTAL  CURRENT  EXPENDITURES  AND  MANDATORY  TRANSFERS 


OTHER  TRANSFERS  AND  ADDITIONS  (DEDUCTIONS): 
Current  Year  Decrease  in  Compensated  Absences 
Nonmandatory  Transfers 
Debt  Service 
Liability  for  General  Fund  Reversion 

TOTAL  OTHER  TRANSFERS  AND  ADDITIONS  (DEDUCTIONS) 


NET  INCREASE  (DECREASE)  IN  FUND  BALANCE 

The  notes  are  an  integral  part  of  this  statement. 


$7,866,824 

$529,509 

$8, 3%,  333 

115,958 

115,958 

515,317 

339,781 

855,098 

2,108,760 

13,422 

2,122,182 

1,728,893 

512,588 

2,241,481 

2,071,850 

2,071,850 

1,998,905 

1,998,905 

413,581 

2,713,336 

3,126,917 

$16,704,130 

$4,224,594 

$20,928,724 

$289,795 

$289,795 

536,926 

536,926 

490 

490 

577,414 

577,414 

(83,099) 

(83,099) 

104 

104 

153,210 

153,210 

$1,474,840 

$0 

$1,474,840 

$3,749,484 


$3,749,484 


916,163 
25,557 

916,163 
25,557 

$4,691,204 

$0 

$4,691,204 

$22,870,174 

$4,224,594 

$27,094,768 

($306,721) 

(186,663) 

(104,262) 

(2,440) 

($306,721) 

(186,663) 

(104,262) 

(2,440) 

($600,086) 

$0 

($600,086) 

$212,534 

$9,068 

$221,602 
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EASTERN  MCNIANA  COLLEGE 

STATEMENT  OF  CURRENT  FUNDS  REVENUES,  EXPENDITURES,  AND  OTHER  CHANGES 

FOR  THE  FISCAL  YEAR  EtCED  JUNE  30,  1991 


UNRESTRICTED   RESTRICTED 


TOTAL 


REVENUES: 

Educational  and  General  Funds: 
Tuition  and  Fees 
Montana  General  Fund  Transfers 
Montana  Millage  Fund  Transfers 
Sales,  Services  and  Miscellaneous 
Federal  Grants  and  Contracts 
State  Grants  and  Contracts 

Local  Government  Grants,  Contracts,  and  Donations 
Other  Grants,  Contracts,  and  Donations 

Total  Educational  and  General  Funds 

Designated  Funds: 
Tuition  and  Fees 

Sales,  Services  and  Miscellaneous 
State  Grant  for  College  Workstudy  Program 
Indirect  Cost  Recoveries 
Investment  Income 

Total  Designated  Funds 

Auxiliary  Funds: 
Tuition  and  Fees 
Land  Grant  Income 
Investment  Earnings 
Sales,  Services,  and  Miscellaneous 

Total  Auxiliary  Funds 


TOTAL  CURRENT  REVENUES 


$3,945,754 

$3,945,754 

9,717,349 

9,717,349 

1,740,291 

1,740,291 

52,347 

52,347 

$3,289,365 

3,289,365 

263,326 

263,326 

2,709 

2,709 

341,681 

341,681 

$15,455,741 

$3,897,081 

$19,352,822 

$684,151 

$684,151 

903,288 

903,288 

44,530 

44,530 

79,854 

79,854 

14,325 

14,325 

$1,726,148 

$0 

$1,726,148 

$1,029,965 

$1,029,965 

217,336 

217,336 

81,922 

81,922 

3,533,380 

3,533,380 

$4,862,603 

$0 

$4,862,603 

$22,044,492 

$3,897,081 

$25,941,573 

The  notes  are  an  integral  part  of  this  statement. 
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EASTERN  MONTANA  COLLEGE 

STATEMENT  OF  CURRENT  FUNDS  REVENUES,  EXPENDITURES,  AND  OTHER  CHANGES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1991 


UNRESTRICTED   RESTRICTED 


TOTAL 


EXPENDITURES: 

Educational  and  General  Funds: 
Instruction 
Research 
Public  Service 
Academic  Support 
Student  Services 
Institutional  Support 
Operation  and  Maintenance  of  Plant 
Scholarships  and  Fellowships 

Total  Educational  and  General  Funds 

Designated  Funds: 
Instruction 
Public  Service 
Student  Services 
Institutional  Support 
Recharge  Centers 
Mandatory  Transfers 

Total  Designated  Funds 

Auxiliary  Funds: 

Expenditures 

Mandatory  Transfers: 
Principal  and  Interest 
Renewal  and  Replacements 

Total  Auxiliary  Funds 


TOTAL  CURRENT  EXPENDITURES  AND  MANDATORY  TRANSFERS 


OTHER  TRANSFERS  AND  ADDITIONS  (DEDUCTIONS): 
Current  Year  Decrease  in  Compensated  Absences 
Nonmandatory  Transfers 
Liability  for  General  Fund  Reversion: 
Current  Year 

TOTAL  OTHER  TRANSFERS  AND  ADDITIONS  (DEDUCTIONS) 


NET  INCREASE  (DECREASE)  IN  FUND  BALANCE 

The  notes  are  an  integral  part  of  this  statement. 


$7,220,958 

$357,504 

$7,578,462 

163,197 

163,197 

293,647 

367,108 

660,755 

1,840,712 

12,250 

1,852,962 

1,683,180 

451,843 

2,135,023 

1,851,186 

1,851,186 

2,147,548 

2,147,548 

379,464 

2,544,116 

2,923,580 

$15,416,695 

$3, 8%,  018 

$19,312,713 

$273,138 

$273,138 

458,611 

458,611 

583,301 

583,301 

6,180 

6,180 

36,905 

36,905 

60,000 

60,000 

$1,418,135 

$0 

$1,418,135 

$3,828,588 


$3,828,588 


917,347 
101,500 

917,347 
101,500 

$4,847,435 

$0 

$4,847,435 

$21,682,265 

$3,896,018 

$25,578,283 

$66,767 
(206,295) 

(6,164) 

$66,767 
(206,295) 

(6,164) 

($145,692) 

$0 

($145,692) 

$216,535 

$1,063 

$217,598 
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EASTERN  MONTANA  COLLEGE 

Notes  to  Financial  Statements 

June  30,  1992 

Note  1  -  BASIS  OF  ACCOUNTING 

The  financial  statements  of  Eastern  Montana  College  are  prepared  on  the  accrual 
basis  of  accounting  except  for  depreciation  accounting  and  allowance  for 
uncollectible  loans  as  explained  in  Note  4  to  the  financial  statements.  The 
statement  of  Current  Funds  Revenues,  Expenditures,  and  Other  Changes  is  a 
statement  of  financial  activities  of  current  operating  funds  related  to  the  two 
years  ended  June  30,  1992  and  1991.  It  does  not  purport  to  present  the  results 
of  operations  or  the  net  income  or  loss  for  the  period  as  would  a  statement  of 
income  or  a  statement  of  revenues  and  expenses. 

In  order  to  ensure  observance  of  limitations  and  restrictions  placed  on  the  use 
of  the  resources  available  to  the  College,  the  accounts  are  maintained  in 
accordance  with  the  principles  of  fund  accounting.  This  is  the  procedure  by 
which  resources  for  various  purposes  are  classified  into  funds  that  are  in 
accordance  with  specified  activities  or  objectives.  Separate  accounts  are 
maintained  for  each  fund.  However,  in  the  accompanying  financial  statements, 
funds  that  have  similar  characteristics  have  been  combined  into  fund  groups. 

Current  operating  funds  include  unrestricted  funds  allocated  to  specific 
purposes  by  action  of  the  Board  of  Regents  and  funds  restricted  by  outside 
sources.  Externally  restricted  funds  may  only  be  utilized  in  accordance  with 
the  purposes  established  by  the  source  of  such  funds. 

To  the  extent  that  current  funds  are  used  to  finance  plant  assets,  the  amounts 
so  provided  are  reported  as  (1)  expenditures,  in  the  case  of  normal  replacement 
of  movable  equipment  and  library  books;  (2)  mandatory  transfers  in  the  case  of 
required  provisions  for  debt  amortization,  interest,  equipment  renewal  and 
replacement;  and  (3)  transfers  of  a  nonmandatory  nature  for  all  other  cases. 

Gains  and  losses  arising  from  the  sale,  collection  or  other  disposition  of 
investments  and  other  non-cash  assets  are  reported  in  the  fund  which  owned  such 
assets.  Ordinary  income  derived  from  investments,  receivables  and  the  like,  is 
reported  in  the  fund  owning  such  assets.  Restricted  revenue  derived  from 
gifts,  grants,  and  appropriation  and  other  restricted  sources  are  reported  in 
the  appropriate  funds. 

In  accordance  with  generally  accepted  accounting  principles,  the  College  does 
not  recognize  liabilities  for  items  ordered  but  not  yet  received. 

Other  significant  accounting  policies  are  set  forth  in  the  accompanying 
financial  statements  and  notes  thereto. 

Note  2  -  INVESTMENTS 

All  investments  are  recorded  at  cost.  Investments  consist  primarily  of  amounts 
invested  through  the  Montana  State  Board  of  Investments  using  its  short-term 
investment  pool  and  U.S.  Treasury  Bills,  and  by  the  trustees  as  required  by 
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the  bond  indenture.  All  the  securities  are  risk  category  1.  The  cost  and 
market  value  of  the  investments  at  June  30,  1992  vere  approximately  equal. 
Investments  owned  by  the  various  funds  at  June  30,  1992,  are  as  follows: 

Cost 

Current  Unrestricted  Funds: 

Designated-Student  Government         $  144,000 
Auxiliary  Enterprises  954,300 

Plant  Funds: 

Unexpended  169,100 

Renewals  and  Replacements  1,268,974 

Retirement  of  Indebtedness  1,979,380 

Agency  Fund:  9,000 

Total  $4.524.754 

Investment  income  is  generally  recorded  when  received. 

Note  3  -  INVENTORIES 

The  College's  policy  is  to  record  supplies  inventories  for  certain  educational 
and  service  departments  in  addition  to  inventories  held  for  resale  in  auxiliary 
enterprises  such  as  the  bookstore  and  vending  operations.  All  recorded 
inventories  are  stated  at  the  lower  of  cost  or  market  using  the  first-in, 
first-out  method. 

Note  4  -  ALLOWANCE  FOR  DOUBTFUL  ACCOUNTS  -  LOAN  FUNDS 

No  provision  for  uncollectible  Perkins,  formerly  National  Direct  Student  Loans, 
has  been  provided  for  in  the  accompanying  financial  statements.  The  following 
statistics  will  be  reflected  in  the  annual  report  of  the  financial  aid  programs 
to  the  Department  of  Education: 

Student  loan  amounts  advanced  -  all  borrowers     $6,851,083 

Total  value  of  loan  advances  not  in  repayment 
status  (grace  period,  armed  forces,  Peace 
Corps,  Vista,  student  status,  hardship)        $1,058,380 

Total  amount  of  matured  principal  $5,914,266 

Total  amount  of  delinquent  loans  $  366,289 

Percentage  of  loans  in  default  6.19% 
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The  College  follows  accounting  practices  for  the  Perkins  Loan  Fund,  formerly 
National  Direct  Student  Loan  Fund,  that  are  in  accordance  with  government 
regulations.  Those  regulations  do  not  provide  for  recognition  of  interest 
receivable  or  future  loan  cancellations  by  the  government.  To  that  extent  the 
portion  of  the  financial  statements  relating  to  loan  funds  are  at  variance  with 
generally  accepted  accounting  principles.  However,  90%  of  any  interest 
receivable  or  uncollectible  loans  and  100%  of  government  cancellations  would 
add  to  or  reduce  the  U.S.  Government's  portion  of  the  fund  balance  and, 
therefore,  would  not  have  significant  effect  on  the  overall  financial  position 
of  the  college. 

Note  5  -  BONDS  PAYABLE 

At  June  30,  1992  the  College  had  $9,866,113  in  outstanding  secured  revenue 
bonds  payable.  These  bonds  were  issued  for  refinancing,  remodeling  the  Student 
Union,  and  other  projects.  A  summary  of  these  bonds  follows: 

Eastern  Montana  College  Refunding  Revenue  Bonds: 

Series  A  1988  -  6.4%  to  7.3%  payable  in  varying 

annual  installments  through  2005  $7,615,000 

Series  B  1985  -  7.50%  to  8.375%  payable  in  varying 

annual  installments  through  1997  $1,975,000 

Montana  Board  of  Regents  Special  Purpose  Bonds: 

Series  A  1988  -  6.15%  payable  in  1993  $  276,113 

The  Series  A  and  Series  B  bonds  are  secured  by  a  first  lien  on  a  pledge  of 
gross  revenues  derived  directly  or  indirectly  from  (a)  all  student  building 
fees  assessed  students  attending  the  College,  (b)  all  land  grant  income 
received  by  the  College,  and  (c)  the  operation  and  use  of  the  income 
facilities. 

The  Series  A  and  Series  B  bond  agreements  require  a  minimum  balance  of 

$1,045,049  to  a  debt  service  reserve  fund  account.  Also,  a  repair  and 

replacement  reserve  account  was  established  requiring  a  minimum  balance  of 
$900,000. 

The  annual  debt  service  requirements  for  the  next  five  years,  including 
interest,  as  of  June  30,  1992  are  as  follows: 


Year  Endi 

ng 

June  3C 

, 

Series  A  '. 
$    529 

L988 
,423 

Series  B  '. 
$    538 

L985 

1993 

,624 

1994 

529 

,423 

536 

,629 

1995 

529 

,423 

536 

,211 

1996 

529 

,423 

536 

,956 

1997 

771 

,423 

203 

,166 

After 

1997 

(Cumulative) 

9,645 

,559 

0 

Total 

S12.534.674 

$_ 

2.351 

,596 
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The  Montana  Board  of  Regents  issued  a  series  of  Special  Purpose  Bonds.  Eastern 
Montana  College  assumed  responsibility  for  Series  A  of  that  issue  to  fund  the 
purchase  of  a  computer  and  related  equipment.  The  bond  agreement  pledges 
revenue  generated  from  user  fees  and  a  special  computer  fee  assessed  to 
students  of  $1.00  per  credit  hour  (maximum  $12.00)  per  quarter.  The  special 
computer  fee  assessed  to  students  was  raised  to  $1.50  per  credit  hour  effective 
fall  semester  of  1991. 

The  Series  A  bond  agreement  requires  a  minimum  balance  of  $135,668  to  a  debt 
service  reserve  fund  account. 

The  annual  debt  service  requirements  for  the  remaining  years,  including 
interest,  as  of  June  30,  1992  are  as  follows: 

Year  Ending  June  30,       Series  A  1988 

1993  $     284,603 

Note  6  -  RETIREMENT  PROGRAMS 

Academic  and  professional  employees  with  contracts  under  the  authority  of  the 
Board  of  Regents  may  choose  either  the  Montana  Teachers  Retirement  System  (TRS) 
or  the  Optional  Retirement  Program  (0RP),  which  is  available  through  the 
Teachers'  Insurance  and  Annuity  Association-College  Retirement  Equities  Fund 
(TIAA-CREF).  The  retirement  program  for  nonacademic  staff  is  provided  through 
the  Montana  Public  Employees  Retirement  Division. 

Defined  Benefit  Plans 

Teachers  Retirement  System 

The  Teachers  Retirement  System  is  a  mandatory  system  established  in  1937  and 
governed  by  Title  19,  Chapter  4,  MCA.  Teachers  Retirement  System  participants 
are  eligible  to  retire  with  a  minimum  25  years  of  membership  service  or  five 
years  of  creditable  service  at  age  60.  A  retirement  benefit  is  1/60  times  the 
years  of  service  times  average  final  compensation.  An  employee  is  vested  in 
TRS  following  completion  of  five  years  of  creditable  service.  Vested  employees 
may  retire  at  or  after  age  50  and  received  a  reduced  retirement  benefit. 

Public  Employees  Retirement  System 

Established  in  1945  and  governed  by  Title  19,  Chapter  3,  MCA,  Public  Employees 
Retirement  System  (PERS)  participants  are  eligible  to  retire  at  age  60  with  at 
least  five  years  of  service,  at  age  65  regardless  of  length  of  service  or  at  30 
years  of  service  regardless  of  age.  A  reduced  retirement  benefit  may  be  taken 
with  25  years  of  service  or  at  age  50  with  a  minimum  of  five  years  of  service. 
Effective  January  1,  1989,  monthly  retirement  benefits  are  calculated  by  taking 
1/56  times  the  years  of  service  times  the  final  average  salary.  Vesting  occurs 
once  membership  service  totals  5  years. 
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Defined  Contribution  Plan 

The  Optional  Retirement  Program  (ORP),  a  defined  contribution  plan,  established 
under  the  authority  of  Title  19,  Chapter  21,  MCA,  provides  benefits  at 
retirement  which  are  dependent  upon  the  amount  of  contributions,  investment 
gains  and  losses,  employee's  life  expectancy,  and  the  selected  contract  option. 
Individuals  are  immediately  vested  with  contribution. 

Retirement  Plan  Information  as  of  June  30,  1992 


Covered  Payroll 
Total  Payroll 


PERS 


$  A, 198,812 
12,784,179 


TRS 


$  5,872,427 
12,784,179 


ORP 
(TIAA-CREF) 

$  2,496,413 
12,784,179 


Employer  Contributions  $   269,438 

Percent  of  Covered  Payroll  6.417 

Employee  Contributions  $   269,438 

Percent  of  Covered  Payroll  6.417 


438,024 
7.459 

413,654 
7.044 


73,794 
2.956 

175,847 
7.044 


Retirement  Plan  Information  as  of  June  30,  1991 


PERS 


TRS 


ORP 
(TIAA-CREF) 


Covered  Payroll 
Total  Payroll 


$  3,786,314 
11,891,306 


$  5,012,605 
11,891,306 


$  2,070,094 
11,891,306 


Employer  Contributions 
Percent  of  Covered  Payroll 

Employee  Contributions 
Percent  of  Covered  Payroll 


$   242,968  $   373,890 

6.417  7.459 

$   238,538  $   353,088 

6.300  7.044 


$    61,192 
2.956 

$   145,817 
7.044 


For  ORP  participants,  a  total  of  $93,216  or  4.503%  in  1991  and  $112,413  or 
4.503%  in  1992,  was  contributed  to  TRS  from  employer  contributions  to  amortize 
past  service  unfunded  liability  in  accordance  with  Title  19,  Chapter  21,  MCA. 


Note  7  -  COMMITMENTS  AND  CONTINGENT  LIABILITIES 

Capital  Projects: 

Accounting  for  major  construction  projects  of  the  College  is  performed  by  the 
Architecture  and  Engineering  Division  of  the  Montana  Dept.  of  Administration. 
At  June  30,  1992  the  Rimrock  Hall  Window  Replacement  Project  has  an  authorized 
spending  amount  of  $100,000,  with  remaining  spending  authority  of  $94,677. 
At  June  30,  1992  the  Improve  Handicap  Access  Project  has  an  authorized  spending 
amount  of  $5,417  with  remaining  spending  authority  of  $3,402. 
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Compensated  Absences: 

In  accordance  with  FASB  Statement  No.  43  "Accounting  for  Compensated  Absences", 
the  liability  and  charge  for  compensated  absences  related  to  current  and 
previous  years  are  recorded  in  the  unrestricted  current  funds.  Prior  to  fiscal 
year  1990,  the  liability  and  charges  were  recorded  in  total  in  the  current 
unrestricted  education  and  general  fund.  In  fiscal  year  1990,  the  liability 
and  charges  for  compensated  absences  for  the  current  and  previous  years  were 
segregated  by  fund  and  recorded  in  the  respective  current  unrestricted  fund. 

The  value  of  unused  vacation  and  sick  leave  of  $1,339,718  accumulated  by 
employees  is  recorded  as  a  liability.  At  June  30,  1992  permanent  staff,  other 
than  contract  faculty,  may  accumulate  and  carry  to  the  following  calendar  year, 
two  times  the  maximum  number  of  vacation  days  earned  annually.  Unused  vacation 
leave  is  purchased  at  full  value  from  employees  upon  termination.  Unused  sick 
leave  earned  since  July  1,  1971  is  purchased  from  all  employees  at  twenty-five 
percent  of  its  value  upon  termination. 

Note  8  -  LEASES 

Operating: 

During  the  year  ended  June  30,  1985,  Eastern  Montana  College  entered  into  a 
sublease  agreement  with  the  State  of  Montana  for  a  telephone  system.  This 
operating  lease  expired  June  1992  and  Eastern  Montana  College  recorded  $141,012 
in  expenditures  for  the  year  ended  June  30,  1992  under  this  lease  agreement. 

Capital: 

During  the  year  ended  June  30,  1991,  Eastern  Montana  College  entered  into  a 
lease  agreement  with  Pitney  Bowes  Credit  Corp.  for  an  automatic  mailing 
machine.  The  lease  term  is  from  February  1991  to  January  1994.  This  was 
inadvertently  recognized  as  an  operating  expense  rather  than  as  lease  payments 
for  fiscal  year  1991.  In  fiscal  year  1992,  the  machine  was  reclassified  as  a 
capital  lease. 

During  the  year  ended  June  30,  1992,  Eastern  Montana  College  entered  into  one 
lease  agreement  with  J&H  Office  Equipment  for  2  Savin  Copiers;  and  another 
lease  agreement  with  Monroe  Systems  for  Business  for  2  Monroe  Copiers  and  a 
Change  Machine.  The  lease  term  for  J&  H  Office  Equipment  is  from  March  1992  to 
February  1995;  and  for  Monroe  Systems  for  Business  from  February  1992  to 
January  1995. 

Capital  lease  agreements  for  the  above  purposes  total  $47,233  at  June  30,  1992. 
The  annual  payments  are: 


Fiscal  Year 

Pr 

incipal 

Interest 

Total 

1993 

$ 

14,829 

$  4,528 

$ 

19,357 

1994 

13,901 

4,068 

17,969 

1995 

7,788 

2,119 

9,907 

Total 

$ 

36.518 

$  10.715 

$ 

47.233 
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Note  9  -  Subsequent  Events 

In  July  of  1992,  Eastern  Montana  College  received  a  loan  in  the  amount  of 
$285,000  from  Norwest  Investment  Services.  This  loan  will  be  used  for 
replacement  of  the  Physical  Education  Building  roof  and  will  be  repaid  through 
collection  of  fees  from  students. 
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EASTERN  MONTANA  COLLEGE 

Schedule  of  Enrollment  Statistics  on  a  Semester  Basis 

for  the  Year  Ending  June  30,  1992 


Enrollments  Majoring  in: 

School  of  Business  &  Economics 
School  of  Education 
Graduate  Program — Nondegree 
School  of  Arts  &  Sciences 
General  Studies 
Human  Services 

Total  Enrollment—Head  Count 


Summer 

Fall 

Spring 

Semester 

Semester 

Semester 

1991 

1991 

1992 

372 

877 

843 

573 

967 

964 

486 

237 

283 

318 

763 

824 

166 

613 

575 

94 

174 

167 

2.009 

3,631 

3.656 

Student  Credit  Hours  Provided  By: 

School  of  Business  &  Economics  1,404  7,048 

School  of  Education  &  Human  Services  4,803  9,049 

School  of  Arts  &  Sciences  4,596  25,795 

Total  Student  Credit  Hours  10.803  41.892 


6,740 

9,745 

24,880 

41.365 


Student  FTE — All  Funding  Sources 


751.8  2.811 


2.780 


Annual  Student  FTE — Current 
Unrestricted  Funding 


733 


2.787 


2.758 


Note:  This  schedule  does  not  include  statistics  of  the  Continuing 
Education  and  Extended  Studies  Programs. 

Summer  1991  Student  Credit  Hour  and  FTE  data  are  adjusted  for  semesters. 
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EASTERN  MONTANA  COLLEGE 
Schedule  of  Enrollment  Statistics  on  a  Quarterly  Basis 
for  the  Tear  Ending  June  30,  1991 


Enrollments  Majoring  in: 

School  of  Business  &  Economics 
School  of  Education 
Graduate  Program — Nondegree 
School  of  Arts  &  Sciences 
General  Studies 
Human  Services 

Total  Enrollment— Head  Count 


Summer 

Fall 

Winter 

Spring 

Quarter 

Quarter 

Quarter 

Quarter 

1990 

1990 

1991 

1991 

385 

998 

975 

865 

569 

978 

990 

936 

700 

349 

354 

338 

293 

811 

838 

795 

197 

696 

590 

445 

89 

157 

162 

161 

2,233 

3.989 

3,9Q9 

3.540 

Student  Credit  Hours  Provided  By: 
School  of  Business  &  Economics 
School  of  Education 
School  of  Arts  &  Sciences 
Human  Services 

Total  Student  Credit  Hours 


1,705 

8,092 

8,204 

6,749 

7,962 

10,399 

10,579 

10,581 

7,518 

27,681 

26,746 

23,174 

506 

633 

746 

733 

17.691 


46.805 


46.275 


41.237 


Student  FTE— All  Funding  Sources 


1.229 


3.146 


3.111 


2.775 


Annual  Student  FTE — Current 
Unrestricted  Funding 


1.217 


3.130 


3.097 


2.770 


Note:  This  schedule  does  not  include  statistics  of  the  Continuing  Education  and 
Extended  Studies  Programs. 
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College  Response 


Page  B-l 


Page  B-2 


SE^STERn 


[  :       MAR  "  3  1993 


MONTANA  COLLEGE 
1500  North  30th  Street,  Billings.  MT  59101-0298  Office  of  the  President 


"   • 


406/657-2300 


FAX  406-657-2299 


March  1,  1993 


Mr.  Scott  A.  Seacat 
Legislative  Auditor 
State  Capitol 
Helena,  MT  59620 


Dear  Mr.  Seacat: 


Attached  is  Eastern  Montana  College's  written  response  to  the 
financial-compliance  audit  conducted  by  your  staff  for  the  two  fiscal  years 
ended  June  30,  1992. 

On  behalf  of  the  college  staff,  I  wish  to  thank,  you  and  your  audit  staff 
for  a  professional  audit. 


Sincerely 


Bruce  H.  Carpenttfi 
President 


Attachment 


cc:   John  Hutchinson,  Commissioner  of  Higher  Education 

Terrie  Iverson,  Interim  Administrative  Vice  President 
Sally  Hebert,  Director  of  Business  Services 
LeAnn  Anderson,  Director  of  Financial  Services 
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I  ©HOW! 

ill    MAR  "3  1993 
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LEGISLATIVE  AUDITC 


EASTERN  MONTANA  COLLEGE 
Response  to  Legislative  Audit  Recommendations 
Fiscal  Tears  1991  and  1992 


RECOMMENDATION  #1 

WE  RECOMMEND  THE  COLLEGE  CONTINUE  TO  PROVIDE  TRAINING  TO  STUDENT  ORGANIZATIONS 
RELATED  TO  THE  USE  OF  SBAS  AND  COMPLIANCE  WITH  STATE  POLICIES. 

RESPONSE: 

Concur.   Training  in  the  use  of  SBAS  and  compliance  with  state  and  college 
policies  and  procedures  is  provided  to  student  fund  controllers  prior  to  release 
of  funds  by  the  ASEMC.   EMC  will  continue  to  monitor  the  training  provided. 


RECOMMENDATION  #2 

WE  RECOMMEND  THE  COLLEGE: 

A.  CONTINUE  TO  REVIEW  AND  EVALUATE  COMPLIANCE  WITH  ESTABLISHED  EMC  CASH 
COLLECTION  PROCEDURES  AT  REMOTE  CASH  HANDLING  SITES. 

B.  PERFORM  SURPRISE  CASH  COUNTS  AT  VARIOUS  TIMES  THROUGH-OUT  THE  YEAR. 
RESPONSE: 

A.  Concur.   As  mentioned  in  the  audit  report,  EMC  has  eliminated  cash 
collections  at  the  Security  Office.   EMC  has  also  reduced  the  cash  collection  in 
the  offices  of  Counseling  and  Placement,  Testing,  Printing  Services,  and  MCHC. 
EMC  has  placed  more  stringent  controls  on  cash  collection  at  the  Library.   We 
will  continue  to  try  to  reduce  the  amounts  collected  at  remote  sites  and  will 
continue  to  review  and  evaluate  compliance  with  established  procedures  at 
existing  remote  cash  handling  sites. 

B.  Concur.   EMC  will  perform  surprise  cash  counts  at  various  times  throughout 
the  year  beginning  immediately. 
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